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Art Unit: 3628 

DETAILED ACTION 



Minor Informalities 

1. Claims 4, 5-7, 15, 16-18 and 36 are objected to because of the following 
informalities: 

Re. claim 4, the limitation appears to be missing the word "to" between the words 
"whether" and "obtain". 

Re. claim 6, the limitation appears to be missing the word "to" between the words 
"whether" and "hold". 

Re. Claims 15 and 36, the third limitation has a missing word in the phrase "training a 
statistical model generate a score ...". The context suggests that the word "to" is 
missing between the words model and generate. 

Claims 5-7 and 16-18 are objected to because of their dependency status to claims 4, 6, 
15 and 36. 

Appropriate correction is required. 

Specification 

2. The specification is objected to because it contains indefinite language. The 
indefinite language is the expression "model training". Applicants have not taken 
advantage of their right to be their own lexicographers by not making clear the meaning 
of the expressions "model training" contained on page 16, line 22 and on page 17, line 
28, and the expression "false positive", contained in page 61, line 9, and following. The 
ordinary practitioner of the art is left to excessive deliberation in order to arrive at a 
clear understand the meanings of these expressions in the context of the invention. 



Claim Rejections - 35 USC §112 

The following is a quotation of the first paragraph of 35 U.S.C. 112: 

The specification shall contain a written description of the invention, and of the manner and process of making 
and using it, in such fiill, clear, concise, and exact terms as to enable any person skilled in the art to which it 
pertains, or with which it is most nearly connected, to make and use the same and shall set forth the best mode 
contemplated by the inventor of carrying out his invention. 
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3. Claims 15, 16, 17, 18, 27, 33 and 34 are rejected under 35 U.S.C. 112, first 
paragraph, as failing to comply with the enablement requirement. The claims listed 
below in sub paragraphs a) and b) contain subject matter which was not described in 
the specification in such a way as to enable one skilled in the art to which it pertains, or 
with which it is most nearly connected, to make and/or use the invention. 

a) The limitation containing the expression "training a statistical model" in independent 
claim. 

b) The limitations in claims 16, 17, 27, 33 and 34 which include the term "false 
positive". 

These two expressions are not well known in the context in which they are employed, 
which is the art of statistical modeling, and thus should have been explained within the 
right and opportunity of the Applicant to be his own lexicographer. 
Claim 18 is rejected due to its dependence on claim 15. 

The following is a quotation of the second paragraph of 35 U.S.C. 112: 

The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the 
subject matter which the applicant regards as his invention. 

4. Claims 35 and 36 are rejected under 35 U.S.C. 1 12, second paragraph, as 
being indefinite for failing to particularly point out and distinctly claim the subject matter 
which applicant regards as the invention. In line one of the rejected claims, "the method" 
does not have proper antecedent basis, respectively. 



C/a/7n Rejections - 35 USC § 101 

35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or 
composition of matter, or any new and useful improvement thereof, may obtain a patent 
therefor, subject to the conditions and requirements of this title. 
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5. Claims 1-28, 29, 33 and 34 are rejected because the claimed invention is 
directed to non-statutory subject matter. The claimed invention is not in the 
technological arts, such as a computer system. None of these independent claims claim 
a computer automated system. In some claims no mention is made at all of technology. 
IN others the use is trivial, such as in claim 29. The phrase "an online transaction" is 
trivial and insufficient in establishing a technological art within the claim limitations 
because it permits the hand copying of information from online information. The 
technological automation must be the manner in which the technological limitation 
functions so that it rules out non-computer automated methods and systems. 

Claims 17 and 18 are also rejected due to their dependent status on claims 15 and 16. 

Claim Rejections - 35 USC § 102 

The following is a quotation of the appropriate paragraphs of 35 U.S.C. 102 that 

form the basis for the rejections under this section made in this Office action: 

A person shall be entitled to a patent unless - 

(e) the invention was described in (1) an application for patent, published under section 122(b), by another filed 
in the United States before the invention by the applicant for patent or (2) a patent granted on an application for 
patent by another filed in the United States before the invention by the applicant for patent, except that an 
international application filed under the treaty defined in section 351(a) shall have the effects for purposes of this 
subsection of an application filed in the United States only if the international application designated the United 
States and was published under Article 2 1(2) of such treaty in the English language. 

6. Claims 1-3, 8, 11, 15, 19-21, 22, 28, 29, 31, 32, 35 and 36 are rejected under 
35 U.S.C. 102(e) as being anticipated by Pettitt (US Patent 6,029,154). 

Re. Claim 1, Pettitt anticipates a computer implemented method of processing an 
online transaction, the method comprising: 

• generating from an online transaction of a purchaser, a plurality of keys from key 
fields of the transaction that individually do not reliably identify the purchaser 
(Col. 3, II. 1-3, collecting new key field data in order to match against prior key 
field data base data, I. 7 - internet address, I. 17-20 - dollar amount, II. 37-44 - 
physical address, physical location, internet address); 

• for each key, retrieving a profile of historical transactions associated with the 
key (Col. 3, I. 3 - history database); 
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• weighting each profile with a weight indicating a degree to which the profile is 
associated with current purchaser (Col. 3, II. 17-18 - weighting parameters, II. 
55-59 - weighting the variety of parameters); and 

• generating a fraud score indicative of the likelihood of fraud in the online 
transaction as a function of the weighted profiles and the current transaction 
(Col. 3, II. 54-59, the fraud score is the "quantifiable indication on whether the 
credit and transaction is fraudulent"). 

Re. Claim 2, Pettitt anticipates a method wherein the key fields of the online 
transaction includes fields associated with any of purchaser identification information, 
order information, and payment information (Col. 3, II. 19-20 - dollar amount of the 
transaction). 

Re. Claim 3, Pettitt anticipates a method wherein each profile for a key includes a 
plurality of summary variables derived from the associated historical transactions, and 
which summarize the historical transactions having the key in a key field of the 
historical transactions (Col. 3, II. 1-11 - history database, including data added by 
other merchants, II. 41-46 - the number and map of historical transactions). 
Re. Claim 8, Pettitt anticipates a method further comprising: 
using the fraud score to determine whether to approve the transaction or decline the 
transaction (Col. 2, II. 54-56; Col. 3, II. 56-60). 

Re. Claim 11, Pettitt anticipates a method wherein using the fraud score to determine 
whether to approve the transaction or decline the transaction further comprises: 
applying a plurality of rules to the fraud score and to the transaction (Col. 1, II. 49-53; 
Col. 2, II. 23-29, 35-38, 47-56; Col. 2, I. 57 - Col. 3, I. 60). 

Claims 15 & 36, Pettitt anticipates a method of and system for developing a statistical 
model of online transactions, the method comprising: 

• storing from a plurality of different online merchants, transactions for a plurality 
of different purchasers, each transaction indicated as being fraudulent or non- 
fraudulent (Col. 2. II. 18, 29-31; Fig. 3, 202); 
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• for each of a plurality of key fields of the transaction, including at least one key 
field for which all of the possible keys of the key field do not reliably identify a 
purchaser of the transaction, generating for each key of the key field, a profile 
for all of the transactions having a matching key for the key field, such that at 
least one profile summarizes the transactions of a plurality of different 
individuals (Col. 2, II. 42-52; Col. 2, I. 57 - Col. 3, 16); 

• generating a contrast measure comparing the summary variables of at least two 
of the profiles (Col. 2, II. 57-65. The consistency check feature uses the contrast 
measure technique by comparing summary variables of the new information 
with the like variables in the historic information.); and 

• training a statistical model to generate a score for a transaction, the score 
indicative of a likelihood that the transaction is fraudulent, by using as training 
inputs to the statistical model selected transactions, the profiles associated with 
the keys of the key fields of each selected transaction, and the contrast 
measures associated with the profiles (Col. 3, II. 4-5. Pettitt teaches an 
increasing utility over time of the Internet ID verification system and of the 
history check feature. Score - Col. 3, II. 17-19, 56-60). 

Re. Claim 19, Pettitt anticipates a computer implemented method of processing an 
online transaction, the method comprising: 

• generating from the online transaction of a purchaser, a plurality of keys from 
key fields of the transaction that individually do not reliably identify the 
purchaser (Col. 3, II. 1-3, collecting new key field data in order to match against 
prior key field data base data, I. 7 - internet address, I. 17-20 - dollar amount, II. 
37-44 _ physical address, physical location, internet address;); 

• for each key, retrieving a profile of historical transactions associated with the 
key, each profile including at least one summary variable (Col. 3, II. 3 - 
historical database; Col. 3, II. 1-11 - history database, including data added by 
other merchants; Col. 3, II. 41-46 - the number and map of historical 
transactions); 
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• computing at least one contrast measure for a summary variable included in the 
set of profiles (Col. 2, II. 57-65); and 

• inputting the contrast measures, the online transaction data and the selected 
set of profiles into a predictive model to generate a fraud score indicative of the 
likelihood of fraud in the online transaction (Col. 2. II. 42 - 56). 

Re. Claim 20, Pettitt anticipates a method wherein the key fields of the online 
transaction includes fields associated with any of purchaser identification information, 
order information, and payment information (Col. 2, I. 42 - Col. 3 t I. 11). 
Re. Claim 21, Pettitt anticipates a method wherein each profile for a key includes a 
plurality of summary variables derived from the associated historical transactions, and 
which summarize the historical transactions having the key in a key field of the 
historical transactions (Col. 2, L 66- Col. 3, 11). 

Re. Claim 22, Pettitt anticipates a method wherein computing at least one contrast 
measure for a summary variable comprises computing a ratio of the summary 
variables of the profiles (Col. 2, II. 57-65. The consistency check feature uses the 
contrast measure technique by comparing summary variables of the new information 
with the like variables in the historic information.). 

Re. Claims 28 & 35, Pettitt anticipates a computer implemented method and system 
of processing transactions to statistically identify a current purchaser, the method 
comprising: 

• receiving a transaction (Fig. 2); 

• generating from the transaction a plurality of keys, including keys containing 
keys that individually do not reliably identify the purchaser (Col. 2. I. 42 - Col. 3, 
M1); 

• for each key, retrieving a profile summarizing historical transactions by 
purchasers whose profiles match the key (Col. 2, I. 44 - Col. 3, I. 11); 

• weighting each of the retrieved profiles by a weight indicating the degree to 
which the profile is associated with the current purchaser (Col. 3, I. 17-19); 
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• predicting the likelihood of fraud in the current transaction as a function of the 
weighted profiles and the current transaction (Col. 3, II. 56-60). 

Re. Claim 29, Pettitt anticipates a computer implemented method of identifying a 
current purchaser of online transaction, the method comprising: 

• receiving an online transaction from a current purchaser, the online transaction 
including purchaser identification information (Fig. 2, Col. 2, II. 17-21); 

• generating from the online transaction a plurality of keys that individually do not 
reliably identify the current purchaser (Col. 2. I. 42 - Col. 3, I. 11); 

• for each key, retrieving a profile summarizing a plurality of historical 
transactions associated with the key, each profile including a plurality of 
summary variables derived from the associated historical transactions (Col. 2, I. 
66 -Col. 3, I. 11); and 

• selecting as the profiles of the current purchaser the profiles having the most 
similar summary variables (Col. 3, II. 1-3). 

Re. Claim 31, Pettitt anticipates a system for scoring a transaction, the system 
comprising: 

• a plurality of stored profiles, each profile associated with a key for one of a 
plurality of key fields of a transaction, the key fields including at least one key 
field that does not reliably identify a purchaser of a transaction, each profile 
including summary variables summarizing all transactions having a same key 
for at least one of the key fields (Col. 2, 11.29-31; Col. 2, I. 42 - Col. 3, I. 16); 
and 

• a statistical model that receives as inputs a transaction, a plurality of profiles, 
each profile summarizing transactions associated with a key for a key field, and 
at least one contrast measure that weights selected pairs of the profiles, and 
that produces a fraud score indicating the likelihood of fraud in the transaction 
(Col. 1 , II. 53-56; Col. 2, II. 47-61 ; Col. 2, I. 66 - Col. 3, I. 60 ). 

Re. Claim 32, Pettitt anticipates a system of claim 31, wherein the at least one 
contrast measure is a ratio of the summary variables of a selected pair of profiles (Col. 
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2, II. 57-65. The consistency check feature uses the contrast measure technique by 
comparing summary variables of the new information with the like variables in the 
historic information.). 

Claim Rejections - 35 USC § 103 

The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 102 of this title, if the differences between the subject matter sought to be patented and the prior art are 
such that the subject matter as a whole would have been obvious at the time the invention was made to a person 
having ordinary skill in the art to which said subject matter pertains. Patentability shall not be negatived by the 
manner in which the invention was made. 

7. Claims 9, 10, 13, 14 and 18 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Pettitt. 

Re. Claim 9, Pettitt discloses a method responsive to determining to approve the 
transaction (Validating a transaction means approving a transaction - Col. 1, II. 56- 
59). Pettitt does not explicitly disclose completing the transaction order and fulfilling 
payment instructions for the order. However, it is obvious to expect from an automated 
transaction process that an approved transaction will be followed by the steps of 
completing the transaction order and fulfilling payment instructions for the order. 
Therefore, it would have been obvious to an ordinary practitioner of the art at the time 
of applicant's invention to have combined the art of Pettitt with the well known method 
in an automated transaction process of having an approved transaction be followed by 
the steps of completing the transaction order and fulfilling payment instructions for the 
order. Such a combination would have been motivated by the fundamental interests of 
the user buyer and the merchant seller to consummate an online transaction which 
has been deemed safe by the seller's verification system (Pettitt, Col. 1, II. 57-67). 
Re. Claim 10, Pettitt discloses a method responsive to determining to decline a 
transaction (Col. 1, II. 48-58; Col. 2, II. 17-21, 35-38. Determining that a transaction 
has a likelihood above the fraud detector threshold means declining a transaction). 
Pettitt does not explicitly disclose transmitting a signal indicating that the transaction is 
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declined. However, it is obvious to expect from an automated transaction process that 
a declined online transaction will be followed by the steps of transmitting a signal 
indicating that the transaction is declined. Therefore, it would have been obvious to an 
ordinary practitioner of the art at the time of applicant's invention to have combined the 
art of Pettitt with the well known method in an automated transaction process of 
having declined online transaction will be followed by the steps of transmitting a signal 
indicating that the transaction is declined. Such a combination would have been 
motivated by the fundamental interests of the merchant seller to decline an online 
transaction which has been deemed potentially fraudulent by the seller's verification 
system (Pettitt, Col. 1, II. 57-67; Col. 2, II. 23-29, 52-56). 

Re. Claim 13, Pettitt discloses a method using the fraud score to determine whether 
to approve the transaction or decline the transaction further comprises: 
declining the transaction if the fraud score is below a cutoff score. Pettitt does not 
explicitly disclose a method wherein the cutoff score is a function of a net margin of a 
merchant receiving the transaction. However, it has been a long standing and well 
known credit management practice to manage credit risk on the basis of various profit 
considerations, including the net margin of a sale. Therefore, it would have been 
obvious to an ordinary practitioner of the art at the time of applicant's invention to have 
combined the art of Pettitt with the well known method of using net profit as a 
determinant of a risk cutoff score in a computer automated transaction process. Such 
a combination would have been motivated by the fundamental interests of the 
merchant seller to maintain credit risk losses below an acceptable level through the 
merchant seller's efficient computer automated verification method (Pettitt, Col. 1, II. 
57-67; Col. 2, II. 23-29, 52-56). 

Re. Claim 14, Pettitt discloses a method wherein using the fraud score to determine 
whether to approve the transaction or decline the transaction. Pettitt does not explicitly 
disclose a method which further comprises: 

• for each of a plurality of different product categories, defining a different cutoff 
score; and 
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• responsive to the product category pertaining to the transaction, applying the 
cutoff score for the product category to the fraud score. 
However, as stated in the rejection of claim 13 above, the well known credit 
management technique of managing credit according to profit margin will obviously 
create different cutoffs for different products since different products will have different 
net margins and other differing characteristics, such a product close-out or some other 
differing characteristic which would cause a merchant to assign a different parameter 
as the determinant of a risk cutoff. Therefore, it would have been obvious to an 
ordinary practitioner of the art at the time of applicant's invention to have combined the 
art of Pettitt with the well known variables of risk cutoff score for different products in a 
computer automated transaction process. Such a combination would have been 
motivated by the fundamental interests of the merchant seller to maintain credit risk 
losses below an acceptable on the basis of different product considerations through 
the merchant seller's efficient computer automated verification method (Pettitt, Col. 1, 
II. 57-67; Col. 2, II. 23-29, 52-56). 

Claim 18, Pettitt does not explicitly disclose a method wherein generating a contrast 
measure comprises computing a ratio of the summary variables of the at least two 
profiles. However, the computing of a ratio of the summary variables of the at least 
two profiles is an obvious manner in which to display the result of statistical 
comparisons. Therefore, it would have been obvious to an ordinary practitioner of the 
art at the time of applicant's invention to have combined the art of Pettitt with the well 
known display of results for statistical comparisons in a computer automated 
transaction process. Such a combination would have been motivated by the 
fundamental interests of the merchant seller to maintain credit risk losses below an 
acceptable on the basis of different product considerations through the merchant 
seller's efficient computer automated verification method (Pettitt, Col. 1, II. 57-67; Col. 
2, II. 23-29, 52-56). 
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8. Claim 4-7, 23 and 25-27 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Pettitt as applied to claims 1,15 and 19 above, and further in view of 
French et al. (US Patent 6,282,658 B2, hereafter French). 

Re. Claim 4, Pettitt discloses using a fraud score to determine whether to complete a 
transaction. Pettitt does not explicitly disclose a method further comprising: 
using the fraud score to determine whether obtain additional information prior to 
completing the transaction (Col. 3, II. 54-59). However, French discloses a method of 
using a fraud score to determine whether to obtain additional information prior to 
completing the transaction (Using a validation check prior to a transaction, equivalent 
to a fraud score - Col. 7, II. 46-67; obtaining Col. Col. 9, II. 29-32; Col. 10, II. 5-6, 66- 
67). It would have been obvious to an ordinary practitioner of the art at the time of 
applicant's invention to have combined the art of Pettitt with the art of French for the 
purpose of determining whether to obtain additional information prior to completing the 
transaction, motivated by the desire to permit users who are entitled to be 
authenticated to permit a transaction the opportunity to be authenticated when the 
authentication system is unable to generate a passing fraud score (French, Col. 1, II. 
57-67). 

Re. Claim 5, Pettitt does not explicitly disclose a method further comprising: 
responsive to determining to obtain additional information, presenting a form with 
questions selected to obtain the additional information from the purchaser. However, 
the method of presenting users a form for providing additional information on line has 
been well known prior to the date of Applicant's invention, such as a previous address, 
a previous telephone number, one's mother's maiden name, the name plate of one's 
first automobile, etc. Therefore, it would have been obvious to an ordinary practitioner 
of the art at the time of applicant's invention to have combined the art of Pettitt with 
the well known method of presenting a user with an online form for the purpose of 
providing additional information prior to completing the transaction, motivated by the 
desire to permit users who are entitled to be authenticated to permit a transaction the 
opportunity to be authenticated when the authentication system is unable to generate 
a passing fraud score (French, Col. 1, II. 57-67). 
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Re. Claim 6, Pettitt does not explicitly disclose a method further comprising: 
using the fraud score to determine whether to hold the transaction for further review by 
a human analyst. However, French discloses using the fraud score to determine 
whether to hold the transaction for further review by a human intervention, meaning a 
human analyst (Col. 18, II. 55-60). It would have been obvious to an ordinary 
practitioner of the art at the time of applicant's invention to have combined the art of 
Pettitt with the art of French for the purpose of determining whether to obtain 
additional information prior to completing the transaction, motivated by the merchant's 
desire risk the possibility of a fraudulent transaction when the authentication system is 
unable to generate a passing fraud score (French, Col. 2, II. 1-5). 
Re. Claim 7, Pettitt does not explicitly disclose a method further comprising: 
responsive to determining to hold the transaction for further review, outsorting the 
transaction to a file for review by human analyst to determine whether to decline or 
approve the transaction, or obtain additional information prior to completing the 
transaction. However, French discloses accomplishing the comparisons through 
human intervention (Col. 18, II. 55-60). As part of a computer automated method, it is 
obvious that the method would involve outsorting the transaction to a file for review by 
a human analyst to determine whether to decline or approve the transaction, or obtain 
additional information prior to completing the transaction. It would have been obvious 
to an ordinary practitioner of the art at the time of applicant's invention to have 
combined the art of Pettitt with the art of French for the purpose of using human 
intervention to determine the probability of a fraudulent transaction prior to completing 
the transaction. The motivation to do this would have been the desire to make a sale 
under conditions where the risk of fraud is within acceptable limits when the computer 
automated authentication system is unable to generate a passing fraud score (French, 
Col. 2, II. 1-5). 

Re. Claim 23, Pettitt discloses a method comprising: 

• comparing the fraud score to a plurality of thresholds to determine whether to 
approve or decline the transaction (Col. 2 r II. 42-56; Col. 3, II. 56-60). 
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• responsive to determining to approve the transaction, completing the 
transaction order, and fulfilling payment instructions for the online order, and 
completing the transaction (Col. 2, II. 54-56; Col. 3, 56-60. Completion of the 
transaction order, payment instructions and transaction completion are 
inherent); 

• responsive to determining to decline the transaction, transmitting to the 
purchaser/the merchant/ a signal indicating that the transaction is declined (Col. 
2, II. 54-56; Col. 3, 56-60. The action steps for the declination are inherent). 

Pettitt does not explicitly disclose 

• obtaining more information for the transaction, or holding the transaction for 
further review by a human analyst; 

• responsive to determining to obtain additional information that is necessary to 
complete the transaction, presenting a form with questions selected to obtain 
the additional information from the purchaser; and 

• responsive to determining to hold the transaction for further review, outsorting 
the transaction to a file for review by human analyst to determine whether to 
decline, approve or obtain additional information. 

However, French discloses 

• obtaining more information for the transaction (Col. 3, II. 34-36), or holding the 
transaction for further review by a human analyst (Col. 18, II. 55-60); 

• responsive to determining to obtain additional information that is necessary to 
complete the transaction, presenting a form with questions selected to obtain 
the additional information from the purchaser (Presenting a form to the user for 
the purpose of presenting the questions to the user is a necessary means for 
presenting the request to the user); and 

• responsive to determining to hold the transaction for further review, outsorting 
the transaction to a file for review by human analyst to determine whether to 
decline, approve or obtain additional information. As part of a computer 
automated method, it is obvious that the method would involve outsorting the 
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transaction to a file for review by a human analyst to determine whether to 
decline or approve the transaction, or obtain additional information prior to 
completing the transaction. 
It would have been obvious to an ordinary practitioner of the art at the time of 
applicant's invention to have combined the art of Pettitt and well known and necessary 
steps with the art of French for the purpose of taking extra precautions under 
uncertain fraud indicator conditions to determine the probability of a fraudulent 
transaction prior to completing the transaction. The motivation to do this would have 
been the desire to make a sale under conditions where the risk of fraud is within 
acceptable limits when the computer automated authentication system is unable to 
generate a passing fraud score (French, Col. 2, II. 1-5). 

Re. Claim 25, Pettitt and French disclose a method wherein comparing the fraud 

score to a plurality of thresholds. 

Neither Pettitt nor French explicitly disclose 

• for each of a plurality of different product categories, defining a different cutoff 
score; and 

• responsive to the product category pertaining to the transaction, applying the 
cutoff score for the product category to the fraud score. 

However, as stated in the rejection of claim 13 above, the well known credit 
management technique of managing credit according to profit margin will obviously 
create different cutoffs for different products since different products will have different 
net margins and other differing characteristics, such a product close-out or some other 
differing characteristic which would cause a merchant to assign a different parameter 
as the determinant of a risk cutoff. Therefore, it would have been obvious to an 
ordinary practitioner of the art at the time of applicant's invention to have combined the 
art of Pettitt and French with the well known variables of risk cutoff score for different 
products in a computer automated transaction process. Such a combination would 
have been motivated by the fundamental interests of the merchant seller to maintain 
credit risk losses below an acceptable on the basis of different product considerations 
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through the merchant seller's efficient computer automated verification method (Pettitt, 
Col. 1, II. 57-67; Col. 2, II. 23-29, 52-56). 

Re. Claim 26, Pettitt and French disclose a method wherein determining whether to 
decline the transaction, and declining the transaction if the fraud score is below a 
cutoff score (Col. 3, II. 56-60). 

Neither Pettitt nor French explicitly disclose a method wherein the cutoff score is a 
function of a net margin of a merchant receiving the transaction. 
However, as stated in the rejection of claim 13 above, it has been a long standing and 
well known credit management practice to manage credit risk on the basis of various 
profit considerations, including the net margin of a sale. Therefore, it would have been 
obvious to an ordinary practitioner of the art at the time of applicant's invention to have 
combined the art of Pettitt and French with the well known method of using net profit 
as a determinant of a risk cutoff score in a computer automated transaction process. 
Such a combination would have been motivated by the fundamental interests of the 
merchant seller to maintain credit risk losses below an acceptable level through the 
merchant seller's efficient computer automated verification method (Pettitt, Col. 1, II. 
57-67; Col. 2, II. 23-29, 52-56). 

Re. Claim 27, Pettitt and French disclose a method of using a cutoff score. 
Neither Pettitt nor French explicitly disclose the cutoff score as a function of a net 
margin which comprises setting the cutoff score to be a transaction false positive rate 
TFPR according to the equation: TFRP = (1-Net Margin)/Net Margin. 
However, the cutoff score as a function of a net margin has been well known (See the 
rejection of claim 26, above). It is obvious to use a mathematical equation to express 
the application of the cutoff score through the net margin parameter, such as follows: 
TFRP = (1-Net Margin)/Net Margin, because this merely is the mathematical way to 
express the application of a net margin cut-off score, and a computer automated 
method would necessarily have to use a mathematical expression to express a 
quantitative formula. Therefore, it would have been obvious to an ordinary practitioner 
of the art at the time of applicant's invention to have combined the art of Pettitt and 
French with the well known method of using net margin as a determinant of a risk 
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cutoff score through the application of the equivalent equation in a computer 
automated transaction process. Such a combination would have been motivated by 
the fundamental interests of the merchant seller to maintain credit risk losses below an 
acceptable level through the merchant seller's efficient computer automated 
verification method (Pettitt, Col. 1, II. 57-67; Col. 2, II. 23-29, 52-56). 

9. Claims 30 and 37 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Pettitt in view of French. 

Re. Claim 30, Pettitt discloses a system for processing online transactions, the 
system comprising: 

• a rule engine that receives from a scoring system a fraud score associated with 
a transaction, the fraud score indicating the likelihood of fraud in the 
transaction, which applies a plurality of stored rules to the fraud score, each 
rule providing a condition and an action to perform in response to the 
transaction or the fraud score, to determine according to the rules whether to 
approve or decline the transaction (Col. 1, II. 48-59; Col. 2, 5-7, 17-56). 

Petitt does not explicitly disclose 

• a request for more information from the purchaser, or to hold the transaction for 
review by a human analyst; 

• an outsort management workstation that receives from the rule engine 
transactions to be held for review, stores the transactions in queues, and 
provides access to the queues to a human analyst in order to review 
transactions in the queues, the outsort management workstation further 
adapted to define for each queue at least one criteria for associating a 
transaction with the queue; and 

• a policy management workstation adapted to access the stored rules, and 
define rules for the rule engine to apply. 

However, French discloses 
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• a request for more information from the purchaser(Col. 3, II. 34-36), or holding 
the transaction for further review by a human analyst (Col. 18, II. 55-60); 

• an outsort management workstation that receives from the rule engine 
transactions to be held for review, stores the transactions in queues, and 
provides access to the queues to a human analyst in order to review 
transactions in the queues, the outsort management workstation further 
adapted to define for each queue at least one criteria for associating a 
transaction with the queue (Col. 18, II. 58-62; Col. 19, I. 32 - Col. 20, 67. These 
systems steps are obviously necessary to carry out these functions in a 
computer automated system); and 

• a policy management workstation adapted to access the stored rules, and 
define rules for the rule engine to apply (Col. 18, II. 58-62; Col. 19, I. 32 - Col. 
20, 67. These systems steps are obviously necessary to carry out these 
functions in a computer automated system). 

It would have been obvious to an ordinary practitioner of the art at the time of 
applicant's invention to have combined the art of Pettitt and well known and necessary 
steps with the art of French for the purpose of taking extra precautions under 
uncertain fraud indicator conditions to determine the probability of a fraudulent 
transaction prior to completing the transaction. The motivation to do this would have 
been the desire to make a sale under conditions where the risk of fraud is within 
acceptable limits when the computer automated authentication system is unable to 
generate a passing fraud score (French, Col. 2, II. 1-5). 
Re. Claim 37, Pettitt discloses a system for processing online transactions, the 
system comprising: 

• a rule engine having a function of determining whether to approve a transaction 
or decline the transaction, wherein each rule defines a condition and an action 
to perform in response to the transaction or the fraud score, to produce a 
determination for handling the transaction (Col. 1, II. 48-59; Col. 2, 5-7, 17-56); 

Pettitt does not explicitly disclose 
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• requesting more information from the purchaser of the transaction, or holding 
the transaction for review by a human analyst by way of receiving a fraud score 
for the transaction from a scoring system and applying rules to the fraud score, 
wherein each rule defines a condition and an action to perform in response to 
the transaction or the fraud score, to produce a determination for handling the 
transaction. 

• an outsort management workstation having a function of queuing transactions 
to be held for review and providing access to the queues to a human analyst in 
order to review transactions in the queues by way of receiving from the rule 
engine transactions to be held for review and storing the transactions in 
queues, each queue having at least one criteria for storing a transaction in the 
queue, to produce a set of queues, each queue storing one or more 
transactions; and 

• a policy management workstation having a function of defining rules for the rule 
engine to apply, by way of providing access to the stored rules. 

However, French discloses 

• requesting more information from the purchaser of the transaction (Col. 3, II. 34- 
36), or holding the transaction for review by a human analyst (Col. 18, II. 55-60) 
by way of receiving a fraud score for the transaction from a scoring system and 
applying rules to the fraud score, wherein each rule defines a condition and an 
action to perform in response to the transaction or the fraud score, to produce a 
determination for handling the transaction (Col. 18, II. 58-62; Col. 19, I. 32 - 
Col. 20, 67. These systems steps are obviously necessary to carry out these 
functions in a computer automated system). 

• an outsort management workstation having a function of queuing transactions 
to be held for review and providing access to the queues to a human analyst in 
order to review transactions in the queues by way of receiving from the rule 
engine transactions to be held for review and storing the transactions in 
queues, each queue having at least one criteria for storing a transaction in the 
queue, to produce a set of queues, each queue storing one or more 
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transactions (Col. 18, II. 58-62; Col. 19, I. 32 - Col. 20, 67. These systems 
steps are obviously necessary to carry out these functions in a computer 
automated system); and 
• a policy management workstation having a function of defining rules for the rule 
engine to apply, by way of providing access to the stored rules (Col. 18, II. 58- 
62; Col. 19, I. 32 - Col. 20, 67. These systems steps are obviously necessary to 
carry out these functions in a computer automated system). 
It would have been obvious to an ordinary practitioner of the art at the time of 
applicant's invention to have combined the art of Pettitt and well known and necessary 
steps with the art of French for the purpose of taking extra precautions under 
uncertain fraud indicator conditions to determine the probability of a fraudulent 
transaction prior to completing the transaction. The motivation to do this would have 
been the desire to make a sale under conditions where the risk of fraud is within 
acceptable limits when the computer automated authentication system is unable to 
generate a passing fraud score (French, Col. 2, II. 1-5). 

10. Claim 12 is rejected under 35 U.S.C. 103(a) as being unpatentable over Pettitt 
as applied to claim 8, and further in view of Putta et al. (US PreGrant Publication 
2001/0032192 A1 , hereafter Putta). 

Re. Claim 12, Pettitt discloses a method wherein using the fraud score to determine 
whether to approve the transaction or decline the transaction further comprises a 
history check which includes the active matching of previous database information 
within the history database which can be added to by other merchants. The analysis of 
velocity data suggests a review of the number of transactions over time, especially 
most recently. Further, Putta discloses applying the use of velocity analysis in 
managing credit card instruments in the context of maintaining security (Page 2, 
[0019}, II. 5-8). Further, the concept of velocity has been a well established analytical 
tool in various aspects of finance at the time of Applicant's invention. Hence, it would 
have been obvious to an ordinary practitioner of the art at the time of Applicant's 
invention to have made use of improved financial instrument processing, including 
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making use of velocity data measuring a frequency of the attribute in a plurality of 
transactions; and applying a velocity rule to the velocity data. Therefore, it would have 
been obvious to an ordinary practitioner of the art at the time of applicant's invention 
to have combined the art of Pettitt with the well established concept of financial 
velocity analysis and with the art of Putta for the purpose making use of velocity data 
measuring a frequency of the attribute in a plurality of transactions and applying a 
velocity rule to the velocity data to determine the probability of a fraudulent transaction 
prior to completing the transaction. The incorporation of the Putta teaching would have 
been motivated by the desire to use more flexible methods of processing transactions 
and payments based on existing credit card processing infrastructure while requiring 
minimal changes thereto. (Putta, Page 2, [0021], II. 1-4). 

11. Claim 24 is rejected under 35 U.S.C. 103(a) as being unpatentable over Pettitt 
and French as applied to claim 23 above, and further in view of Putta et al. (US 
PreGrant Publication 2001/0032192 A1, hereafter Putta). 

Re. Claim 24, Pettitt discloses a method wherein comparing the fraud score to a 

plurality of thresholds 

Pettitt does not explicitly disclose: 

• storing velocity data based on an attribute of the transaction, the velocity data 
measuring a frequency of the attribute in a plurality of transactions; and 

• applying a velocity rule to the velocity data. 

The analysis of velocity data suggests a review of the number of transactions over 
time, especially most recently. Further, Putta discloses applying the use of velocity 
analysis in managing credit card instruments in the context of maintaining security 
(Page 2, [0019}, II. 5-8). Further, the concept of velocity has been a well established 
analytical tool in various aspects of finance at the time of Applicant's invention. Hence, 
it would have been obvious to an ordinary practitioner of the art at the time of 
Applicant's invention to have made use of improved financial instrument processing, 
including making use of velocity data measuring a frequency of the attribute in a 
plurality of transactions; and applying a velocity rule to the velocity data. Therefore, it 
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would have been obvious to an ordinary practitioner of the art at the time of applicant's 
invention to have combined the art of Pettitt with the well established concept of 
financial velocity analysis and with the art of Putta for the purpose making use of 
velocity data measuring a frequency of the attribute in a plurality of transactions and 
applying a velocity rule to the velocity data to determine the probability of a fraudulent 
transaction prior to completing the transaction. The incorporation of the Putta teaching 
would have been motivated by the desire to use more flexible methods of processing 
transactions and payments based on existing credit card processing infrastructure 
while requiring minimal changes thereto. (Putta, Page 2, [0021], II. 1-4). 

12. Claims 16 and 17 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Pettitt in view of Gopinathan et al. (US Patent 5,819,226, hereafter Gopinathan). 
Claim 16, Pettitt discloses a method comprising: 

• setting a cutoff score for rejecting a transaction (Col. 3, II. 42-49, 54-60; Fig. 4. 
The cut-off score is inherent) 

Pettitt does not explicitly disclose 

• determining a desired transaction false positive rate as a function of a net 
margin; 

• selecting the score generated by the statistical model having an actual 
transaction false positive rate substantially similar or identical to the desired 
transaction false positive rate. 

However, Gopinathan discloses 

• determining a desired transaction false positive rate as a function of selected 
parameters (Col. 1, II. 58-59); 

Gopinathan does not explicitly disclose 

• determining a desired transaction false positive rate as a function of a net 
margin (Col. 1, II. 58-59). 
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• selecting the score generated by the statistical model having an actual 
transaction false positive rate substantially similar or identical to the desired 
transaction false positive rate. 
However, margins of various definitions have been a well known credit management 
practice to manage credit risk on the basis of various profit considerations, including 
the net margin of a sale. Further, the goal of modeling is to find modeled results which 
hare substantially similar to or identical to the desired actual phenomenon, in this case 
the desired transaction false positive rate. Therefore, it would have been obvious to an 
ordinary practitioner of the art at the time of applicant's invention to have combined the 
art of Pettitt with the art of Gopinathan and well known credit management and 
statistical modeling practices to establish a cutoff score for rejecting a computer 
automated online transaction. Such a combination would have been motivated by the 
merchant's fundamental interest in screening transactions and isolating those which 
are likely to be fraudulent (Gopinathan, Col. 2, II. 15-20). 
Claim 17, Pettitt does not explicitly disclose a method of determining a desired 
transaction false positive rate as a function of a net margin which comprises setting 
the transaction false positive rate TFPR according to the equation: TFRP = ( 1-Net 
MarginV Net Margin. However, Gopinathan discloses determining a desired transaction 
false positive rate as a function of selected parameters (Col. 1 , II. 58-59); 
Gopinathan does not explicitly disclose setting the transaction false positive rate TFPR 
according to the equation: TFRP = ( 1-Net MarginV Net Margin. 
However, this equation merely expresses in equation form the application of the well 
known credit management practice to manage credit risk on the basis of various profit 
considerations, including the net margin of a sale. Therefore, it would have been 
obvious to an ordinary practitioner of the art at the time of applicant's invention to have 
combined the art of Pettitt with the art of Gopinathan and well known credit 
management and statistical modeling practices to establish a cutoff score for rejecting 
a computer automated online transaction. Such a combination would have been 
motivated by the fundamental interests of the merchant seller to maintain credit risk 
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losses below an acceptable level through the merchant seller's efficient computer 
automated verification method (Gopinathan, Col. 2, II. 15-20). 

13. Claims 33 and 34 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Pettitt in view of Gopinathan. 

Re. Claim 33, Pettitt discloses a method of establishing a cutoff score for a 
transaction processing system that processes transactions of a merchant, the method 
comprising: 

• providing a statistical model that generates a score categorizing a transaction, 
the score used by the merchant to accept or reject the transaction (Col. 2, II. 42- 
56). 

Pettitt does not explicitly disclose 

• determining for each of a plurality of scores generated by the statistical model 
an actual transaction false positive rate; 

• determining a desired transaction false positive rate as a function of the 
merchant's net margin; and 

• setting the cutoff score for rejecting transactions as a score having an actual 
transaction false positive rate approximating or equal to the desired transaction 
false positive rate. 

However, Gopinathan discloses 

• determining for each of a plurality of scores generated by the statistical model 
an actual transaction false positive rate (Col. 1. II. 58-59). 

Gopinathan does not explicitly disclose 

• determining a desired transaction false positive rate as a function of the 
merchant's net margin (Col. 1, II. 58-59); and 

• setting the cutoff score for rejecting transactions as a score having an actual 
transaction false positive rate approximating or equal to the desired transaction 
false positive rate. 
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However, margins of various definitions have been a well known credit management 
practice to manage credit risk on the basis of various profit considerations, including 
the net margin of a sale. Further, the goal of modeling is to find modeled results which 
hare substantially similar to or identical to the desired actual phenomenon, in this case 
the desired transaction false positive rate. Therefore, it would have been obvious to an 
ordinary practitioner of the art at the time of applicant's invention to have combined the 
art of Pettitt with the art of Gopinathan and well known credit management and 
statistical modeling practices to establish a cutoff score for rejecting a computer 
automated online transaction. Such a combination would have been motivated by the 
merchant's fundamental interest in screening transactions and isolating those which 
are likely to be fraudulent (Gopinathan, Col. 2, II. 15-20). 

Re. Claim 34, Pettitt does not explicitly disclose a method wherein determining a 
desired transaction false positive rate as a function of the merchant's net margin 
comprises: 

• setting the transaction false positive rate TFPR according to the equation: 

• TFRP = (1-Net Margin)/Net Margin 
wherein Net Margin is the merchant's net margin. 

However, Gopinathan discloses determining a desired transaction false positive rate 
as a function of selected parameters (Col. 1, II. 58-59); 

Gopinathan does not explicitly disclose setting the transaction false positive rate TFPR 
according to the equation: TFRP = (1-Net Margin)/Net Margin. 
However, this equation merely expresses in equation form the application of the well 
known credit management practice to manage credit risk on the basis of various profit 
considerations, including the net margin of a sale. Therefore, it would have been 
obvious to an ordinary practitioner of the art at the time of applicant's invention to have 
combined the art of Pettitt with the art of Gopinathan and well known credit 
management and statistical modeling practices to establish a cutoff score for rejecting 
a computer automated online transaction. Such a combination would have been 
motivated by the fundamental interests of the merchant seller to maintain credit risk 
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losses below an acceptable level through the merchant seller's efficient computer 
automated verification method (Gopinathan, Col. 2, II. 15-20). 



14. Any inquiry concerning this communication or earlier communications from the 
Examiner should be directed to Siegfried Chencinski whose telephone number is 703- 
305-6199. The Examiner can normally be reached Monday through Friday, 9am to 6pm. 
If attempts to reach the Examiner by telephone are unsuccessful, the Examiner's 
supervisor, Hyung S. Sough, can be reached on 703- 308-0505. 
Any inquiry of a general nature or relating to the status of this application or proceeding 
should be directed to the Receptionist whose telephone number is (703) 308-1 113. 
Any response to this action should be mailed to: 

Commissioner of Patents and Trademarks Washington D.C. 20231 
or faxed to: 

(703)872-9306 [Official communications; including After Final communications 



(703) 746-9601 [Informal/Draft communications, labeled "PROPOSED" or 



Hand delivered responses should be brought to Crystal Park 5, 241 1 Crystal Drive, 

Arlington, VA, 7th floor receptionist. 
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